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A GROWTH STORY 


ETROPOLITAN Toronto is one of North America’s fastest growing 


cities — and Commonwealth Holiday Inns of Canada Limited’s 
expansion program in Toronto is keeping pace. 
There are four Holiday Inns now serving the city . . . with two others 


under construction. 

Toronto’s Holiday Inns are well planned to service the present and 
future needs of the vacationer, the travelling businessman and the convention 
planner. 

In total, when current construction plans are completed, six Holiday 
Inns with over 2,300 guest rooms will be servicing the regional needs of 
Metropolitan Toronto. These facilities will have required an investment of 
over $50,000,000 and will establish Commonwealth Holiday Inns of Canada 
Limited as Toronto’s number one hotelier; a position we intend to maintain 
through future growth and a continuing desire to provide the high standard 
of accommodation and service which has made Holiday Inns the ‘‘World’s 
Innkeeper’’. 


HOLIDAY INNS IN TORONTO 


‘Foronto 
International Airport; 
Dixon Road and 
Highway 27 

361 Rooms 

Opening 1971 


27 Hwy. at Yorkdale— Civic Square; Don Valley Parkway Warden 
Burnhamthorpe Rd. Dufferin at 401 north of at Eglinton East Avenue 
200 Rooms 250 Rooms Toronto City Hall 291 Rooms at 401 
750 Rooms Weur Tower 203 Rooms 
Opening 1972 under planning— 


250 Rooms 
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“COMMONWEALTH SfeRidle Svwe 


OF CANADA LIMITED 


TO THE SHAREHOLDERS: 


In the first half of the current fiscal year 
ended April 30, 1970 your Company has ex- 
perienced continued growth in sales, earn- 
ings and cash flow. The results set out in the 
statements in this report have been achieved 
notwithstanding significant declines in busi- 
ness activity in the Canadian economy 
generally.. 


Sales 


Sales during the six-month period reached 
$14,464,900, an increase of 45% from the like 
period in the 1969 financial year. This is a 
reflection of the continuing high level of oc- 
Ccupancy in the Inns operated by the Com- 
pany, and the excellent acceptance of the 
Inns opened during the past year. 


Earnings 

Net earnings available to common share- 
holders increased by 36% to $183,700, the 
highest level yet achieved by the Company 
in the November-April portion of its fiscal 
year which historically is the least profitable 
period. To enable shareholders better to 
assess the Company’s growth, we have con- 
tinued the practice of including results for 
the twelve-month period ended with the 
quarter under review and those of the com- 
‘parable period in the previous year. These 
results do not, of course, relate to our fiscal 
year which ends on October 31. The Com- 
pany expects that earnings for the current 
year will again substantially exceed those of 
last year and that, as has always been the 


CONSOLIDATED STATEMENT OF EARNINGS — Unaudited 


Sales - - - - - 


Six Months Ended 


Earnings Before Taxes - - - - 
Provision For Income Tax - - - 
Net Earnings - - - - - 
Dividends On Preference Shares - - 


Earnings Available To 
Common Shareholders - - - 


Per Share — On Average 
Outstanding (Note 1) - - é 


Cash Flow From Operations (Note 2) 


Per Share — On Average 
Outstanding (Note 1) - = Z 


Average Common Shares Outstanding - 


CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS — Unaudited 


Working Capital 
At Beginning Of Period - - - 


- SOURCE OF FUNDS: 


Net Earnings - - - - - 


Add — Non-Cash Charges 
Depreciation And Amortization 


Deferred Income Taxes - - - 


Term Loans - - 


Sale Of Shares - - : = : 
Proceeds On Sale Agreement - - 


APPLICATION OF FUNDS: 


Purchase Of Fixed Assets - - - 
Deferred Expenses. - - - - 
Reduction Of Long Term Debt - - 
Dividends On Preference Shares” - - 
Expenses Of Share Issue - ~ - 
Franchises - - - - - 


Working Capital (Deficit) 
At End Of Period - = % S 


Twelve Months Ended 


Apri! 30th April 30th 
1970 1969 Change 1970 1969 
$14,464,900 $ 9,956,100 +45% $29,940,600 $20,781,400 
429,500 326,100 +32% 2,613,000 1,894,900 
218,900 163,700 1,388,200 1,001,400 
210,600 162,400 +30% 1,224,800 893,500 
26,900 27,500 53,800 55,100 
183,700 134,900 +36% 1,171,000 838,400 
.08 06 +33% 49 38 
1,318,100 963,500 +37% 4,231,100 3,032,300 
255 42 1.75 1.39 
2,414,871 2,315,042 2,413,086 2,181,462 
Six Months Ended 
April 30th 
1970 1969 
$ 183,500 $ 592,000 
210,600 162,400 
888,600 637,400 
218,900 163,700 
1,318,100 963,500 
2,495,600 1,952,600 
5,500 3,795,300 
780,000 — 
4,599,200 6,711,400 
4,500,800 4,667,300 
560,200 249,100 
886,300 3,796,300 
26,900 27,500 
oF 110,700 
32,400 10,800 
6,006,600 8,861,700 
$(1,223,900) 


$(1,558,300) 


Change 
+44% 
+38% 


+37% 


+40% 


+29% 
+40% 


NOTES: 1. No account has been taken in this calculation of conversion privileges attached to the remaining 4,050 Preference shares or 
warrants and options for 1,070,984 Common shares which could have been, but were not, exercised. For particulars of warrants 
which may be exercised in future years see Note 7 to the latest audited financial statements for the year ended October 31, 
1969, previously sent to shareholders, an extra copy of which will be supplied to any shareholder on request. 


2. Cash flow consists of net earnings before dividends on Preference shares plus non-cash charges for depreciation, amortization 


and deferred taxes. 


3. There were 2,422,013 Common shares outstanding at April 30, 1970. 


COMMONWEALTH 
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OF CANADA LIMITED 
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REGISTRAR AND TRANSFER AGENT 


The Registrar for the Common Shares and the Convertible Preference Shares is Canada Permanent 
Trust Company at its principal offices at Toronto, London, Winnipeg and Vancouver. The Transfer 
Agent for the Common Shares and the Convertible Preference Shares is The Royal Trust Company at 
its principal offices at Toronto, London, Winnipeg and Vancouver. 


FINANCIAL HIGHLIGHTS 
Year Ended October 31, 1970 


(Canadian Currency) 


1970 1969 Change 
SATIS (CULT ym ne Ae ae Be ee $33,258,870 $25,431,843  +31% 
BARNINGS BEBORE MGA BS eras see eee eae ar $ 2,804,927 $ 2,509,597 +12% 
Per Dollar of Sales’ tc... so ata yee ens aa ee 8.4¢ 9.9¢ 
PROVISION FOR INGOME TANES* wuts re $ 1,475,000 $ 1,333,000 +11% 
Per Dollaroti Sales\tcis1 2 eee ee ene ce et 4.4¢ 5.3¢ 
NEV EARNINGS 2d ilo ae ae ec 6 ee ene $k 329,927 $. 15,1176,597 +13% 
Per Dollartol Sates? ii) ii 6s St a a cee ee 4.0¢ 4.6¢ 
DIVIDENDS ON PREFERENCE SHARES........... $ 53,056 $ 54,437 
EARNINGS AVAILABLE TO 
COMMON SHARE HOI DE RIS yn Ganon: eect aoe $ 1,276,871 $ 1,122,160 +14% 
Per Shares hy; ea ak Fede ek ek ee ee as Bl 53¢ 48¢ 
CASHFLOW BROMIORERAIMONS Ata ea) ieee $ 4,620,120 $ 3,876,526 +19% 
Per Shaner 7 1 kM! agen eee CR AEA nh Ck a 8 $ 1.9] $ 1.65 
ADDITIONS TO PLANT AND EQUIPMENT........ $10,572,774 $10,875,494 
VORWALASS BS -Aulyy BAIRG EIN eves al lca eee pee ede $49,571,132 $36,030,849 +38% 


*No income taxes were payable in 1970 and 1969, although full provision was made for taxes on a deferred basis. 
**Calculated on average number of common shares outstanding, 2,420,073 for 1970 and 2,363,550 for 1969. 
There were 2,427,013 common shares outstanding at October 31, 1970. 


***Cash flow consists of net earnings before dividends on preference shares plus non-cash charges for depreciation, 
amortization and deferred charges. 


CHAIRMAN’S REPORT TO THE SHAREHOLDERS 


N behalf of the Board of Directors, I am pleased to 
() present the Financial Statements for the year 

ended October 31, 1970 and to review the growth 
and progress of the Company during the period. 

The past year has been one of continued financial 
growth and of expansion of the Company’s Canadian and 
International operations. Operating revenue increased 
by 30.6% to $33,258,870 and net income by 13% to 
$1,329,927. Earnings per average common share out- 
standing were 53¢ compared to 48¢ in 1969. Cash flow 
generated from operations in the 1970 financial year 
reached $4,620,120 or $1.91 per common share, com- 
pared to $3,876,526 or $1.65 per common share in 1969. 
These gratifying results have been achieved by the operat- 
ing management and staff of the Company’s Inns despite 
the decline in economic activity which prevailed in 
Canada throughout most of the year. 

In recent months there have been indications of 
general improvement in the business climate. Interest 
rates have declined significantly from the unprecedented 
highs established during 1970 and the rate of inflation 
experienced during the past several years appears to be 
moderating. Your Company is continuing to reinforce 
its strategic position to take advantage of the strong 
growth trend in travel. I am confident of our ability to 
achieve new records in both sales and earnings in 1971. 


SALES NET EARNINGS 
palin of dollars 0 thousands of dollars 


El | 


64 765 °66 °67 °68 °69 °70 "6566 67, °68' 69. 770 


The Company is now operating 30 Inns in Canada, 
The United Kingdom, the Caribbean and the United 
States with a total of 4,767 rooms. Recent openings of 
new Inns include the 225-room Holiday Inn of Plymouth, 
England, situated in a park-like setting overlooking ““The 
Hoe” and Plymouth Harbour. The new 126-room 
Grenada, W.I. Holiday Inn and the 120-room St. Lucia, 
W.1I. Holiday Inn are now open, bringing to 4 the 
number of Inns operated by the Company in the 
Caribbean. 

The 157-room Sudbury Holiday Inn was opened 
during the month of September and has achieved a high 
degree of acceptance by the public. In December, the 
252-room Toronto-Yorkdale Holiday Inn was opened. 
The Company now has 4 Inns operating in Metropolitan 
Toronto with a total of 948 rooms, 2 additional Inns are 
under construction, and when completed, a further 1,112 
rooms will be added to our Toronto operations. We ex- 
pect that by the end of the current year your Company 
will have approximately 6,000 rooms in operation and 
another 2,500 rooms, or more, under construction. 

You have already learned of the transaction ar- 
ranged with Holiday Inns, Inc., whereby their option on 
50.075% of the common stock will be eliminated. This 
is the most important event in the recent life of the 
Company. The principal effects are to substantially 
increase working capital, thereby providing funds for 
expansion, and to retain continued Canadian control. 
This is of significance to a hotel company operating in 
Canada, the United Kingdom and the West Indies. At 
the same time your Company retains the advantage of a 
close association with Holiday Inns, Inc., and access to 
the expertise they have gained as the world’s largest 
hoteliers. Following the completion of the transaction, 
Holiday Inns, Inc., will become the Company’s largest 
shareholder with 31% of the issued common shares. 

I wish to express the appreciation of all concerned 
to the many men and women who serve the Company 
and its guests, without whose efforts and patronage these 
results could not have been achieved. 
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AUDITORS’ REPORT 


To the Shareholders of 
Commonwealth Holiday Inns of Canada Limited. 


E HAVE examined the consolidated balance sheet of Commonwealth Holiday 

Inns of Canada Limited and its subsidiaries as at October 31, 1970 and the 

consolidated statements of earnings, retained earnings and source and applica- 
tion of funds for the year then ended. Our examination included a general review 
of the accounting procedures and such tests of the accounting records and other 
supporting evidence as we considered necessary in the circumstances. 

In our opinion these consolidated financial statements present fairly the financial 
position of the companies as at October 31, 1970 and the results of their operations 
and the source and application of their funds for the year then ended, in accordance 
with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


London, Canada. CLARKSON, GORDON & CO. 
January 12, 1971. Chartered Accountants. 


CG) 


COMMONWEALTH HOLIDAY INNS OF CANADA LIMITED 


and its subsidiaries 


CONSOLIDATED STATEMENT OF EARNINGS 


Year Ended October 31, 1970 


(with comparative amounts for 1969) 


1970 


eae CAP eT Lam MORNE Ree UMNAT MNase ee: Haha tie Mp i dagen OM VELA, Ug ad Fi $33,258,870 


Earnings from operations before charges as set out below................. $ 9,321,115 


Rent leased 'Tnns i) air race 6 vite ae urea eo eh Dees on Ae aR satis See ee 2,653,631 
Depreciation ote 2 yrs. is ee een Gea en en 1,408,687 
Amortization’ of deferred expenses otei4y tals! fan hes ate eee eae Shetek 441,694 
Interest ‘on long term debt oo iis oneal a oe ate ee ea ee ana 2,012,176 

6,516,188 
Earnings for year, before taxes) on Income hie ti opens aan eens rene oe 2,804,927 
Taxes, onJincome:=+deterred notes 7/27 8 arya wt ae ae Ae oa Se ea 1,475,000 
Consolidated: netiearnings for year aie. likes an aoe ata rk rae SO Geen ee $ 1,329,927 


1969 


$25,431,843 


$ 7,240,624 


1,952,385 
1,058,918 
319,715 


1,400,009 
4,731,027 


2,509,597 


1,333,000 
$ 1,176,597 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Year Ended October 31, 1970 


(with comparative amounts for 1969) 


1970 
Balance beginning df yearsie a Gd Sat ae Puke) Hues to eta oN cde er aR $2,114,511 
Add. consolidated: neticarnings forvycan Acid se. kites Pat ue nae eee ee 1,329,927 
3,444,438 
Deduct: 

Dividends paid on ‘preference shares iy dataset a en ee 53,056 

Expenses in connection with the issue of common shares 

(nét of incomiée-taxes)), Say), sce, Mets alc hee ae aes a Se 

53,056 
Balance end Ok Voor.) gah Sve Hae ak waite oS can eee naa adhe $3,391,382 


(See accompanying notes to the consolidated financial statements) 


1969 


$1,061,981 
1,176,597 


2,238,578 


54,437 


69,630 


124,067 
$2,114,511 


COMMONWEALTH HOLIDAY INNS OF CANADA LIMITED 


and its subsidiaries 


CONSOLIDATED STATEMENT OF SOURCE AND 


APPLICATION OF FUNDS 


Year Ended October 31, 1970 


(with comparative amounts for 1969) 


Pecans Deeinnineol yearre Mme hoe am aay oP eh ee eg oy 


Source of funds: 
Operations— 
Consisting of: 
ensoudated net earnings fornyearn (tutta fut he Wi Ole 
Add or (deduct)— 
CIeRrEe ANICOLNG ha CCR GN ior tM toe MAUL ge Sart citar ey 4 
Depreciatiou ane AMiOlteZatlon ns sies sy deg ete A Sod a oS 


WCMerMITOM=Gasimice Mas ere xia Me EAS ia dee Tdi eee ten eetih apeyte te cnay Lats Vie 


Application of funds: 
ROM ASG eH TROUl ONCC PSY i tte MCh pee LM cee tet OG, west ded ely eae We 
Brie UTNCTUG = MOLCRS abe ta Tinasa re a eet ne cae eerie tlers UIs ey Sune A atgherade (abe ie 
Pe ee eX OCISER ET Ph ets Tins oe, oun) area at icca ea rch hati onaplt aealen ao RSallk iavep wl t 
[Pagaevel anlosy yc 8 is are fe 0 Tei aR SRN ete) Cet amt ey teehee Ab IAL Sd Me nA LEE 
PREETI ONG ELIOT a kl SILLS We GAG ma tk ad Sie inte wile mt 
Ramee etre Wire ts Mar ieuberaer a UaTEY ocr Uh STAD i iatig cil olaude.| 


Dricredse (Oecresse) IOLWOrKING Gast als.) iy BAC Miler. g dye t otis Daye ye loses 


ead gogo, 1c. 0 hg Mies aU AST A Uy. | creme ae GR aly La So ene Mean i 


(See accompanying notes to the consolidated financial statements) 


1970 


183,514 


1,329,927 


1,475,000 
1,850,381 


(35,188) 


4,620,120 
10,844,110 
5,513 
66,236 


15,535,979 


10,572,774 
1,275,206 
1,883,507 

114,400 
1,104,771 
53,056 


15,003,714 
532,265 
$715,779 


$ 


1969 


$ 592,003 


1,176,597 


1,333,000 
1,378,633 


(11,704) 


3,876,526 
8,299,602 
3,798,462 

930, 104 


16,904,694 


10,875,494 


1,029,929 
170,188 
5,070,505 
54,437 
112,630 


17,313,183 
(408,489) 
§ 183,514 


ASSETS 


Current: 


Prepaidvexpenses. i Mar ea ay Wiig Sit ast ue Stes EAD FARR OY SSCL a 


Fixed—at cost—notes 2 and 13: 


Buildings‘and) leasehold improvements yy7k VAs oe Ws aime ais ake 


Furniture and equipment, roadways, swimming pools, etc............... 


Less: accumulated: depreciatiommncys. seen sacar pact heey Senne eee a ; 


Inns under construction—at cost (including cost of land of $1,737,061 in 
1970, and’ $F,4030 Ide a, TOGO) ae Ae ee ee et te eel he I ea eae a 


Inyestments—at cost“ndie Ft Bs ais bean Se ne ayer gine eae 
Deferred ‘expenses mote: 24 0). 5 Noel seme Meeks eal ol Se pie aba aoa 


Franchises—-Holiday-Inns! Ino ats Gost Oh a Mee eet, tess leona 


On behalf of the Board CBECAP A 


E. B. Fletcher, Director 


Mies 


Albert E. Shepherd, Director 


(See accompanying notes to the consolidated financial statements) 
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(with compara‘ 


1970 1969 
$ 2,123,587 $ 880,734 

2,134,917 1,964,747 
598,965 536,675 
538,292 402,592 
5,395,761 3,784,748 
9,937,756 2,292,239 
19,070,739 17,254,512 
11,857,873 9,838,339 
33,166,368 29,385,090 

4,417,756 3,010,886 j 
28,748,612 26,374,204 
9,855,914 3,132,472 

1,275,206 

3,410,594 1,968,780 
885,045 770,645 
$49,571,132 $36,030,849 


VNS OF CANADA LIMITED 


> laws of Ontario) 


sidiaries 


ALANCE SHEET 


1, 1970 


1ounts for 1969) 


LIABILITIES 
1970 
Current: 
PecOUnIs Pale aNd accrued CMarpes..o tk), be tee nga oda kus heels wee ayes $ 3,309,700 
BeOS DAV ARLE QUA ereny win INU. wie ney iM cn Wa Ae nT aR IEE Me oe 149,616 
Bogs teri Gch payable withitvOne Var soy nso ee waa PY 1,220,666 
4,679,982 
PONCE OI Tf 01F Oh Pa Dale Gen whe Lk soe vishal Ne eke Nueces bed) de agree 32,332,548 
Deferred profit on sale of fixed assets—note 6...............00..00.. 482,745 
Deterred income taxes—jote'7 23 a I I ne, 4,010,000 
_ Shareholders’ equity: 
Capital—note 8— 
Authorized: 
4,000 61%4% cumulative redeemable convertible sinking 
fund preference shares with a par value of 
$200 each (4,150 shares in 1969).......... 800,000 
7,025,000 common shares of no par value (7,010,000 shares 
in 1969) 
Issued and fully paid: 
4,000 preference shares (4,150 shares in 1969)................. 800,000 
2,427,013 common shares (2,411,488 shares in 1969)... ............ 3,874,475 
4,674,475 
Consolidated retained earnings—note 9.:..... pee RNC E RA ped et A ad es 3559 13582 
8,065,857 


$49,571,132 


1969 


$ 2,150,444 
993,617 
[227,073 


3,601,234 
99,593,209 
517,933 


2,535,000 


830,000 
3,838,962 
4,668,962 
9,114,511 
6,783,473 


$36,030,849 


COMMONWEALTH HOLIDAY INNS OF CANADA LIMITED 


and its subsidiaries 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
October 31, 1970 


7. Principles of consolidation 


The accompanying consolidated financial statements in- 
clude the accounts of the company and its wholly-owned 
subsidiaries, Associated Innkeepers Supplies Limited, Allied 
Innkeepers (Bermuda) Limited, Commonwealth Holiday Inn 
(Alberta) Limited and Philip Eprile Associates Limited. These 
latter two companies were incorporated during the year ended 
October 31, 1970. 

The accounts of certain branches of the company are 
carried in other than Canadian currency. These are included 
in the accompanying consolidated financial statements in 
Canadian dollars on the following basis: 


Current assets and liabilities—at the rate of exchange in 
effect as at the balance 
sheet date 

Non-current assets and non-—at the rates of exchange 

current liabilities generally in effect when 
assets were acquired and 
liability incurred 

—at the average rate of 

exchange for the year 


Sales and expenses 


2. Fixed assets 

A major portion of the real estate and furniture and 
equipment is pledged to secure mortgages and other long 
term debt. 

For accounting purposes depreciation is computed on a 
straight-line basis at the following annual rates: 


Building and leasehold improvements *216% 
Paving 4] 
Furniture and equipment 9% 
Swimming pools 10% 


*A higher rate is applied to leasehold improvements if, at the time of 
the expenditure, the remaining term of the lease plus one renewal 
period is less than 40 years. 


3. Investments 

During the year ended October 31, 1970, the company 
made certain advances in respect of which it has received or 
will receive shares and debentures under agreements relating 
to the construction of two Inns to be leased by the company 
upon their completion. Particulars are as follows: 
Shares (re Guadeloupe Inn) $ 150,706 


Debentures and advances (re St. Lucia Inn) 1,124,500 
$1,275,206 
4, Deferred expenses 
These consist of: Costs and Unamortized 
expenses balance 
incurred Amortization October 31, 
to date to date 1970 


Deferred opening 
expenses 

Deferred cost of altera- 
tions and renovations 

Deferred cost of 
borrowing 


$3,295,003 $ 852,218 $2,442,785 


781,540 148,828 632,712 


562,221 227,124 335,097 
$4,638,764 $1,228,170 $3,410,594 


The company follows the practice of deferring opening 
expenses, costs of major alteration and renovation programs 
and costs of borrowing and of amortizing such costs and 
expenses as follows: 

—During the first sixty months 
commencing with the month 
following the opening of each Inn. 

—During the first sixty months 
commencing with the second month 
following completion of the program 
for each Inn. 

—During the term of the respective 
borrowings. 


Opening expenses 


Cost of alterations 
and renovations 


Cost of borrowing 


5. Long term debt 
Long term debt outstanding at October 31, 1970 consists of: 


Payable within 
one year 
(a) Realestate mortgages payable: 
84%—12%% first and 
second mortgages due on 
varying dates from 1972 to 
LOBOS ia ee Massy bab. hg eee De ok koe LO aes eee 


*Payable in currencies other than Canadian 
$1,063,432—U.S. $ 996,801 
$3,000,000—D.M. 10,737,294 


(b) Chattel mortgages payable: 
11% —12% chattel mortgages 
due on varying dates from 
1971 to 1973 and sundry lien 
notes due in varying amounts 
LOM 77s tae uae as Sey ala 
(c) Sinking fund debentures 
payable: 
744% Senior debentures ma- 
turing December |, 1979 
(sinking fund payment of 
$75.000 in 1971 and 1972, 
$100,000 in each of the years 
1973 to 1979 and $50,000 on 
TMaturivy,) Au Ny eA wat eae we 
7% Series ‘tA’ subordinated 
debentures maturing June 
30, 1974 (sinking fund pay- 
ments of $200,000 in each of 
the years 1971 to 1973 and 
$200,000 on maturity)... .. 
6% Series “B’ subordinated 
debentures maturing June 
30, 1979 (sinking fund pay- 
ments of $40,000 in each of 
the years 1975 to 1978 and 
$40,000 on maturity)...... 


Amount 


428,631 1,363,156 


75,000 900,000 


200,000 800,000 


200,000 
275,000 1,900,000 


(d 


oer, 


Secured notes payable: 

674% secured notes maturing 
June 30, 1991, repayable at 
an amount equal to 5.03234% 
of the highest aggregate prin- 
cipal amount of notes issued 
commencing December 3i, 
1974 (secured by a first mort- 
gage and first floating charge 
on certain property) ($1,650,- 
OOO MOSS ae el selackact erate 

(e) Due to bankers: 

Repayable from proceeds of a 
committed mortgage loan 
(amount payable within one 
year relates to replacement 
financing) (secured)... .... 

Repayable under a plan of 
financing involving the sale 
and leaseback of a particular 
Inn (secured) ($1,546,949 

Term bank loan due January 
RP 2a coo Meee eRe tc 

Term bank loan due Novem- 
ber 1972 ($5,140,035 U.S.). 

24,838 
$1,220,666 


1,728,633 


24,838 2,652,000 


1,576,370 
600,000 


5,500,000 
10,328,370 
33,553,214 

1,220,666 

$32,332,548 


Instalments of long term debt payable each year for the 
next five years are: 


Less payable within one year 


1971 — $1,220,666 1974 — $3,977,800 
1972 — 2,448,600 1975: — 93,285,200 
19737 =='7,838, 500 
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Notes (Continued) 


6. Deferred profit on sale of fixed assets 


This consists of the unamortized balance of a deferred 
gain which occurred on the sale and leaseback of one of the 
company’s Inns during 1969. This amount is being transferred 
to income each year on a basis which will amortize the total 
gain over the term of the applicable lease. The transfer to 
income in 1970 amounted to $35,188 ($10,266 in 1969). 


7. Deferred income taxes 


The income tax provision for the company has been based 
on income for the year as reported in its accounts. As the 
company claims for income tax purposes deferred expenses as 
incurred and capital cost allowances in excess of depreciation, 
no taxes on income for the year are currently payable and 
accordingly, the entire provision has been deferred. 


8. Capital 


The 4,000 authorized and issued preference shares may 
be purchased for cancellation at any time if obtainable or are 
redeemable on or after May 15, 1976 at $214 per share until 
May 15, 1983 and $207 per share thereafter, provided that the 
tangible junior capital (as defined’ in the trust indentures) 
immediately after such redemption is not less than $1,750,000. 
Prior to May 15, 1976, preference shares may be redeemed at 
$214 per share provided the book value of the common shares 
at the time of redemption is not less than 250% of the par value 
of the preference shares. As long as any preference shares are 
outstanding, the company is required in each year commencing 
May 15, 1971 to set aside in a sinking fund to be used for the 
redemption of the preference shares an amount equal to 5% 
of the par value of the issued preference shares. 


During the year ended October 31, 1970, the company 
issued 525 common shares for $5,513 cash under the employee 
share option plan and 150 preference shares were converted 
into 15,000 common shares under conversion privileges attach- 
ing to the preference shares. 


As at October 31, 1970, additional common shares are 
reserved as follows: ; 


(a) For issuance at $2 per share under share 
purchase warrants expiring June 30, 1978 
issued to holders of the 744% senior deben- 
250,000 


Blareu weep out ona at attain st aac cn oad Ma 18,050 


(c) For issuance to Holiday Inns, Inc. at $3 U.S. 
per share under share purchase warrants 
exercisable on a cumulative basis as to 
813,734 shares during any twelve month 
period commencing November 1, 1969 and 
expiring November 1, 1978............. 

(d) For issuance to holders of secured notes at $8 
per share under share purchase warrants 
exercisable from November 1, 1972 and 
expiring November |, 1984............. 


*3 954,937 


pete 250) 
3,964,237 


Note: In addition to the common shares reserved for above, an 
additional 400,000 common shares may be issued under conversion 
privileges attaching to the preference shares. 


*Under the provisions of these warrants, if prior to November 1, 1978, 
the company should have common shares outstanding or reserved 
for the exercise of warrants or options granted or for conversion 
privileges in the aggregate greater than 6,500,000 shares, then the 
company is required to grant to this warrant holder additional 
warrants to purchase common shares without further consideration 
so that the warrant holder will hold or have exercised warrants for 
the purchase of common shares equal to 50.075 per cent of the total 
common shares outstanding or reserved. The warrant holder 
concerned has waived its right to receive warrants for the purchase 
of 50,026 additional common shares without consideration to which 
it would otherwise become entitled if the company should issue the 
additional share purchase warrants referred to in the following 
paragraph and has agreed to accept instead warrants for the pur- 
chase of 50,026 common shares at $8 per common share. 


**Under the provisions of an agreement which the company has 
executed for the borrowing of $8,500,000 U.S., the company has 
agreed to issue to the lenders at the time funds are actually received, 
additional warrants expiring November 1, 1984 for the purchase of 
up to 200,000 common shares at $8 per share. During the year 
ended October 31, 1970, the company borrowed $825,000 U.S. 
($1,650,000 to date) under this agreement and thereupon issued 
20,625 warrants (41,250 to date), The remaining 158,750 warrants 
may be issued from time to time as the balance of the funds is 
received, 


VB 


9. Retained earnings 

The company has covenanted in the trust indentures 
securing its sinking fund debentures not to declare any divid- 
ends on any of its shares (other than stock dividends) and not 
to redeem or retire any class of its capital stock or to make any 
other distribution to shareholders unless after giving effect to 
such action the sum of the amounts declared as dividends 
subsequent to March 31, 1966 plus the amounts applied by the 
company and its subsidiaries subsequent to March 31, 1966 to 
redeem shares (after crediting against such amount the 
proceeds of any sale of shares made substantially concurrently 
therewith) will not be in excess of consolidated net earnings (as 
defined in the trust indentures) of the company and its subsidi- 
aries for the period from March 31, 1966 to the date of such 
payment. Also, the company may not declare any dividends if 
the tangible junior capital (as defined in the trust indentures) 
is less than $1,750,000. 

As at October 31, 1970, the consolidated net earnings (as 
defined) from March 31, 1966 exceeded amounts declared as 
dividends since that date and the tangible junior capital (as 
defined) exceeded $1,750,000. 


10. Commitments 

The cost of the building program to which the company is 
currently committed has been estimated at $14,400,000. In 
addition, the company has a commitment to complete con- 
struction of an Inn at a cost of $1,740,000 under a plan of 
financing involving the sale and leaseback of the Inn upon its 
completion. 

- This program will be financed from long term loans already 
arranged and from internal resources. 


11. Long term leases and fees 

The company has entered into agreements to lease proper- 
ties which are operated as Inns for periods varying from 8 to 27 
years at total minimum rentals for the remaining terms of the 
leases of approximately $73,000,000. Total minimum fixed 
rentals per year as at October 31, 1970 approximate $2,900,000. 
In the case of certain leases, increased rentals may be payable 
if Inn revenues exceed specified amounts. Certain leases provide 
the company with options to purchase the leased properties. 
In addition, the company has entered into agreements to lease 
properties generally for 25 year periods to be operated as Inns 
in the future at annual minimum rentals of approximately 
$2,400,000. 

Under its agreements with Holiday Inns, Inc., the com- 
pany is required to pay royalties and other fees which currently 
amount to approximately $720,000 annually. It has also 
entered into miscellaneous equipment leases which require 
annual rental payments of approximately $352,000. 

Under the terms of the agreement relating to the 674% 
secured notes, the company has agreed not to permit minimum 
annual lease obligations on real property located in Canada 
and continental United States to exceed 12% of the net book 
value of the company’s fixed assets located within these two 
countries. As at October 31, 1970, these minimum annual 
lease obligations were less than 12% of the net book value of 
the applicable fixed assets. 


12. Statutory information 

The aggregate direct remuneration paid or payable by the 
company and its subsidiaries to directors and senior officers 
amounted to $297,000 for the year ended October 31, 1970 
($232,000 in 1969). This remuneration includes directors’ fees 
of $5,926. for 1970 and $2,148 for 1969. 

The liability in respect of past service pension costs not 
provided for in the accompanying consolidated financial state- 
ments as at October 31, 1970 amounts to $586,789. This 
amount is to be paid in annual instalments of $31,576 over the 
next nineteen years. During 1970 past service pension costs 
totalling $13,155 were charged to expense. All other pension 
costs are provided and paid for in the year in which such costs 
are incurred. 


13. Appraisal value of real estate 

Land and buildings included in fixed assets in the accom- 
panying consolidated balance sheet at a net book value of 
$19,515,363 have an estimated appraisal value, on a net 
replacement cost basis of $28,700,000 based on an appraisal 
by Montreal Trust Company during 1969 with subsequent 
additions at cost. The above amounts do not take into account 
values relating to leased properties, furnishings or values 
attributable to the Holiday Inn franchises. 


SEVEN YEARS OF GROWTH 


NET EARNINGS PER COMMON SHARE CASH FLOW PER COMMON SHARE 
dollars : dollars 


.60 2.00 


We3: 
1.50 
P29 
1.00 

15 


00 


pee ; iy 
"O5ig\ 766416716080 409 204-705 60) 4c OA OO ROOM ayO 


TOTAL ROOMS TOTAL ASSETS SHAREHOLDERS EQUITY 
thousands millions of dollars millions of dollars 


Ee acrernen aa @ECI a UMA GT 2 
ao 
40 
35 
30 
25 


20 


15 


Z S 3 ' 0) - = 
64 68 °69 °70 gH 3659662767 56876924770 


12 


INNKEEPERS 


John Peters Gordon Langford John Brezsnyak Earland Wilson N.Thompson-Wood _ Bernhard Kainer 
Barrie Brantford Chatham Edmonton Hamilton Hespeler 


Terrance O’Brien Edward Conrad G. Leyendeckers Douglas Escott Isaac Siskind Roger Croxall 
Huntsville Kenora Kingston Kitchener London Downtown London South 


Irvine Phillips Peter Vandenberg Erwin Rieck Spencer Brown Harold Levin Derek Toms 
Oakville Oshawa Ottawa Peterborough St. Catharines Sudbury 


Anthony Miele Joseph Slomka Marc Hamel Robert Becker Rudy Berger Bert Bornhoeft 
Thunder Bay Toronto Don Valley Toronto East Toronto West Toronto Yorkdale Windsor 


John Terrayh Donald MacAfee Ed Schwannecke Cyril Clarke Carsten Flindt Alfred Taylor 
Pontiac Port Huron Antigua Barbados Grenada St. Lucia 


Joseph Whitfield Gordon MacKay Mrs. Monica William Pump 
Plymouth, England Innkeeper— Andersen Innkeeper at Large 
Special Projects Innkeeper at Large 
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COMMONWEALTH HOLIDAY INNS OF CANADA LIMITED 


and its subsidiaries 


SEVEN YEAR FINANCIAL REVIEW 


*After dividends on preference shares disregarding unexercised options and conversions, and calculated on 


average common shares outstanding during the period. 


**Cash flow consists of net earnings before dividends on preference shares plus non-cash charges for depreciation, 


amortization and deferred taxes. 
***Includes construction in progress. 


NOTE: 


and sale to underwriters of 350,000 common shares on December 16, 1968. 
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1969 amounts shown under Year End Position and General Statistics are after giving effect to issuance 


1970 1969 
RESULTS FOR THE YEAR ve 0K 
Sales so). Aaa: Ve MOR A cen Rett Meee tea ih ey ie ee Wah a ee $33,258,870 $25,431,843 
Earnings Before Taxes on) Income 0 ase he eh flue ees 2,804,927 2,509,597 
Provisionvior Incomes Tamesch Ae) ao tet ee ee pe eet 1,475,000 - 1,333,000 
Net ‘Harnimgs for theay Carta is. alu hws hae ie eee 1,276,871 1,122,160 
Per Common sSharer 794 der soe ees ie eee ee ee 53 4 
Cash Flow:from Operations 47h 30 eae 2 Nee ie eek 4,620,120 3,876,526 
Per Common; Sharés¢ aie a Ga. ae aan 1.93 1.6 
Depreciation and Amortization: 444+ 2. eee ere: 1,850,381 1,378,633) 
Additions to Plant and Equipment... ......../......... 10,572,774 10,875,494 
YEAR END POSITION | 
Working Gapital | Aaptes ols.) ot ox!a ade eee greens ae eee $ 215779 $ 183,514 
Fixed Assets at’ Gasp tires, tla vac Sake nla ye eens ee Ra 43,022,282 32,517,562 
Total Assets: 4 Gat ene os) a ag en eer en ae 49,571,132 36,030,849 
[dng Mera bebt he yedlat cs Sy tg oe oe eee ee 32,332,548 22,593,209 | 
Shareholders) Equity ssa ta space aon panna cae ey 8,065,857 6,783,473 : 
GENERAL STATISTICS : 
Preference Shares Outstaneing ..\ Vd tee ae ete are cle 2 4,000 4,150 : 
Common Shares ‘Outstanding @.’. "60, Sie way 2) uae 2,427,013 2,411,488 
inns in Giperatianyy ssa to cal. Sake a. eae aie tae ee at ae 27 23 
Rooms tn Operation: 3i..0: Gi ee ee Pe 4,164 3,499 | 
| 
j 


1968 


$17,654,355 
1,336,659 
695,000 

_ 586,409 


2,374,762 


i 


1,038, 103 
7,372,722 


$ 592,003 
24,745,147 
27,051,643 
21,545,396 

1,932,481 


4,250 
2,050,063 
17 

2,558 


4s) 


16 


1967 


$12,453,855 
917,178 
481,300 
405,997 


.20 


1,726,137 


777,813 
3,224, 369 


($ 963,751) 
17,273,501 
17,856,057 
13,775,714 

1,372,144 


4,250 
2,050,000 
14 

2,166 


1966 


$ 7,062,421 
226,704 
122,000 
112,243 


05 


691,114 


477,871 
5,053,238 


($ 421,139) 
13,967,198 
15,596,668 
12,113,550 

1,015,377 


4,250 
2,050,000 
10 

1,441 


1965 


$ 3,567,315 
105,731 
55,000 
50,731 


.03 


383,797 


277,066 
3,081,018 


($ 1,447,018) 
8,965,283 
10,501,956 
7,462,051 
52,634 


2,000,000 
5 
639 


1964 


$ 2,650,583 
(113,057) 
(56,900) 
(56,157) 


145,634 


07 


270,791 
550,000 


($ 2,052,035) 
6,009,336 
6,729,488 
3,895,668 

1,903 


2,000,000 
3 
440 


Hoiden Dune 


The World’s Innkeeper 


HE worldwide Holiday Inn system, which had its 

beginning in 1952, has grown to over 1,275 inns 

with more than 180,000 guest rooms. The philoso- 
phy of the founders, Kemmons Wilson and Wallace 
Johnson “‘to bring food and lodging within the price 
range a man and his family can manage and to 
provide a standard he can rely on” has been largely 
responsible for this phenomenal growth. The rate of 
expansion has been accelerating annually and presently 
it is projected that 3,000 inns will be in operation around 
the world by the year 1980. 

Many of the innovations and standards established 
and pioneered by Holiday Inns have caused a virtual 
revolution in the travel industry and have earned for 
them the designation of ‘“The World’s Innkeeper’’. As a 
member of the expanding international family of 
Holiday Inns, our Company has the benefit of partici- 
pating with other members in mass advertising pro- 
grammes and of an instant worldwide communication, 


INNS IN OPERATION 


CANADA 

Ontario 

Thunder Bay 

Kenora 

Windsor 

Chatham 

London South 

London Downtown 

Kitchener 

Hespeler-Galt 

Brantford 

Hamilton 

St. Catharines 


Alberta 


Edmonton 


Oakville 

Toronto Don Valley 
Toronto Yorkdale 
Toronto West 
Toronto East 
Barrie 

Huntsville 
Sudbury 
Peterborough 
Kingston 

Ottawa 


MICHIGAN 


Port Huron 


CARIBBEAN 


Antigua 
Grenada 


EUROPE 
United Kingdom 
Plymouth 


Pontiac 


Barbados 
St. Lucia 
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referral and reservations system. Holiday Inns, Inc., and 
those associated with them are dedicated through 
common purpose to continual improvement of facilities 
and service in recognition of changing environments and 
of the demands of ever-growing mass travel and tourism. 
A measure of the success of Holiday Inns is that the 
system accommodates over 200,000 guests each night and 
daily the computerized Holidex reservations system— 
with each Holiday Inn equipped with a reservations 
machine and with sales offices in major cities—handles 
over 160,000 advance bookings. 

Commonwealth Holiday Inns of Canada is proud 
of the role it is permitted to play in the expansion of 
Holiday Inns around the globe, and is grateful for the 
opportunity of drawing on the vast fund of experience 
and expertise developed by Holiday Inns in the hospital- 
ity industry. This has contributed greatly to our rapid 
growth and financial success—and allows us to plan for 
the future with confidence. 


INNS UNDER CONSTRUCTION OR PLANNED 


CANADA 
Ontario 
Toronto Civic Square ** 
Toronto Airport* 
Burlington ** 
Oshawa * 


Quebec 


Longueuil ** 


Manitoba 
Winnipeg Downtown 


Alberta 


Belleville 
Ottawa Downtown* 
Sarnia * 


Windsor #2 


British Columbia 
Vancouver 
Whistler Mountain 
Victoria ** 


Lethbridge ** 


CARIBBEAN 


Trinidad-Tobago ** St. Kitts* 
Barbados Seawell St. Croix 
Martinique Guadeloupe 


EUROPE 


United Kingdom 
London (Marble Arch)** Slough 
London (Swiss Cottage)** Newcastle 
Bristol 


Portugal 
Madeira ** 


*Opening 1971 
**Opening 1972-73 


Opened lnuary 1971 


gf Plymouth 


WE’RE BUILDING IN CANADA’S CAPITAL 
... AND AROUND THE WORLD. Our drama- 
tic, new Holiday Inn will form part of the second 
phase of Ottawa’s Place de Ville complex, to be 
completed in the fall of 1971. Along with our exist- 
ing Inn, which was opened in 1967, our new Inn 
will make Place de Ville Ottawa’s foremost hotel 
and convention centre. The new Inn, comprising 
504 rooms, will feature such highlights as a multi- 
level revolving supper club and cocktail bar at 
penthouse level; executive suites with outside loggias 
commanding a panoramic view of the Parliament 
Buildings and the Gatineau Hills, and special 
suites-to accommodate dignitaries. The Inn will be 
connected with the Place de Ville complex by a 
landscaped plaza and a _ sub-surface, climate- 
controlled concourse with a wide variety of shop- 
ping facilities and underground parking. 


| Hoi, on 


(Grenada 


IN THE CARIBBEAN, the Company now 
operates four Holiday Inns which have been located 
to serve the growing business and tourist needs of 
this important travel area. Construction and plan- 
ning are continuing on future Inns which will 
provide the finest of facilities and service, and 
which will complement those now existing in the 
Caribbean and add to the international system of 
Holiday Inns around the world. 


TRADE MARX PEGISTERED 


